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The Organisation for Economic Cooperation and Development 
was set up under a Convention signed in Paris on Nth December I960 
by the Member countries of the Organisation for European Economic 
Co-operation and by Canada and the United States. This Convention 
provides that the OECD shall promote policies designed : 

— to achieve the highest sustainable economic growth and employ- 
ment and a rising standard of living in Member countries, 
while maintaining financial stability, and thus to contribute to 

the world economy ; w , 

to contribute to sound economic expansion in Member as well as 

non-member countries in the process of economic development ; 

— to contribute to the expansion of world trade on a multilateral, 
non-discriminatory basis in accordance with international 
obligations. 

The legal personality possessed by the Organisation for European 
Economic Co-operation continues in the OECD which came into being 

on 30th September 1961. . 

The members of OECD are Austria, Belgium, Canada, Denmark, 
France, the Federal Republic of Germany, Greece, Iceland, Ireland, 
Italy, Japan, Luxembourg, the Netherlands, Norway, Portugal, Spain, 
Sweden, Switzerland, Turkey, the United Kingdom and the United States. 
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FOREWORD 

by 

Professor P. de Wolff 



The Implications of the Study for Incomes Policy 

This study was commissioned by Working Party No. 4 of the Economic 
Policy Committee of OECD. The Working Party has functioned sin ce 1962 
under the following terms of reference: “ within the framework of the general 
ohiectives of the OECD, to exchange experience on the means of ensuring 
overall stability of costs of production and prices. ” The following paragraphs 
set forth the main burden of the Working Party’s discussions on the policy 

implications of the Experts’ factual findings. . . . , 

The most important finding of the Expert Group s report is that in the 
lat ur markets and periods studied, large short-term changes in relative 
earnings do not seem to have been necessary to bring about substantial changes 
in the pattern of employment. It is true that in a number of countries there has 
been a tendency, when industries are studied in fairly aggregative groupings, 
for wages to ri£ faster in branches which were increasing their share of the 
labour force. But the experts feel that this should not generally be interpreted 
as a causal relationship, and their study, in particu ar their examination of 
the process of job changing in Chapters IV and V, clarifies the way m which 
expanding industries have in fact generally been able to increase numbers as 
required through the attractive force of new job vacancies opening up within 
the framework of the existing wage structure. But while tending to give a low 
weight to the role of changing wage differentials in channelling the supply 
labour (page 17), the report also notes that the rather small differentiation of 
earnings observed during the period studied has had effects on the demand 
for labour: it has put pressure on declining industries and occupations t 
release labour which might have been retained if wages had risen less, and 

VICC The^Working Party’s first report on Policies for Price Stability 1 noted 
that exceptions to the general guideline that earnings should rise in lme with 
the national trend rate of productivity growth might be called for on the 
grounds that changes in relative wages have a function in re-allocating labour 
between different industries and occupations,” (paragraph 33). The evidence ^in 
the Expert Group’s report that labour deployment has on the whole been 
rather insensitive to changes in relative wages suggests that it would be easy 
to exaggerate the need for exceptions on these grounds. 

A number of comments should be made on this general conclusion. In 
the first place, as has emerged from previous discussions in the Working y, 
« substantial deviations from the norm may sometimes be required, in the 



1. OECD, Paris 1963. 
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interest of equity, to remedy the position of workers who are generally recog- 
nised to be underpaid in relation to workers in similar occupations elsewhere ” 
{Policies for Price Stability, paragraph 35). The present report is confined to the 
study of the economic role of changes in the wage structure. It has not 
attempted to identify cases where changes in existing differentials are dictated 
by considerations of equity or social justice. 

Secondly, a great deal of the available statistical material relates to the 
manufacturing sector, and within this sector, to production workers. The 
experts themselves draw attention to the paucity of data on the occupational 
structure of employment, and to the fact that their material did not enable 
them to go down to the lowest level of decision taking, namely, the individual 
enterprise; they were also unable to give much consideration to employment 
movements within branches of activity as distinct from movements between 
branches. But it should also be noted that the experts did not confine them- 
selves solely to statistical analysis. In making their study, they were also able 
to draw on the results of the many investigations which have been made into 
specific aspects of labour markets, and on their own knowledge of how these 
markets work in practice. For this reason, they felt able to reach conclusions 
on some issues on which comprehensive statistical material was not available, 
although these conclusions are clearly more tentative. i 

In the third place, a significant part of the data examined relates to North 
America. Both in North America and the European countries studied, there 
is some tendency for a stronger relation between employment and earnings 
changes to be observed during periods of cyclically high economic activity 
than in periods of above-average unemployment, although the relation is still 
not particularly close. But in contrast to the general European experience, 
neither the United States nor the Canadian economies were operating at full £ 
employment levels during the period studied, and in the case of Canada, the 
strengthening of the relationship was more marked than elsewhere. This, in \ 

conjunction with certain other aspects of the Canadian labour market, (its 
big land surface, geographical compartmenteHsation, and decentralised wage 
determination) suggests that some of the data for Canada could be interpreted 
as showing a higher degree of wage-oriented employment flexibility there than 
elsewhere. 

More generally, the Experts’ studies enabled them to identify a number 
of situations in which a change in relative earnings might be necessary in the 
interests of allocative efficiency. These are listed below: | 

a) The findings suggest that an increase in relative earnings may be 
necessary to attract labour to remote regions with insufficient labour 
reserves, (pages 19 and 142). 

b) The report shows that industries standing low in the wage structure 
generally have high rates of labour turnover. If such an industry 
needs to increase its labour force rapidly, and at the same time is j 
5 /adly placed to intercept the flow of new entrants and job changers, 

an increase in relative earnings may be required to enable it to reduce 
its labour turnover, thus retaining a higher proportion of its recruits, 
or where necessary to expand the supply of recruits, (pages 1 9 and 117). 

c) A similar finding applies to certain occupational categories typified 
by teachers, nurses, etc. Many of these occupations call for relatively 
long training periods, and to this extent supply is not responsive to 
short-term changes in demand. While they may be easily recognisable 
as a social group, they often tend to fall outside the mainstream of 
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collectively bargained wage determination, and earnings in such 
occupations have quite frequently lagged well behind the general 
average. The evidence suggests that beyond a certain critical point, 
deterioration of relative earnings has had a substantial, and sometimes 
sudden, impact on numbers in the particular occupation, due both 
to withdrawals from employment and falling off of recruitment, 
(pages 16 and 130). 

d) A special problem may also arise in the case of some newly emerging 
professional activities which require specialised educational purifica- 
tions. There is some evidence that university students are influenced 
by probable future earnings in choosing their field of specialisation. 
In cases where demand is increasing very rapidly, it may therefore 
be necessary to offer unusually attractive salaries to secure adequate 
recruitment. 

This list of course cannot be regarded as definitive. The nature and 
importance of the cases calling for special treatment will vary from country 
to country, and from time to time within the same country. But the general 
impression given by the material in the report is that, viewed in the context 
of labour markets as a whole, these cases may be of rather limited quantitative 
significance. 

Public acceptance of incomes policy requires that it be expressed in the 
most clear and simple language possible. The less the need to provide for 
special situations, the easier this should be. It follows, given the limited 
importance of the exceptions, that it should be possible, when formulating 
the guidelines, to concentrate on the general rule without going into too much 
detail concerning special cases. At the same time, it is obviously essential 
that those responsible for the implementation of policy have a clear view of 
the circumstances justifying departures from the standards set by the guidelines. 

Two other points arise from the Working Party’s discussion of the Expert 
Group’s report. 

a) The report lays much stress on the many imperfections of the labour 
market — ignorance of potential employment opportunities, geogra- 
phical immobility, inadequate educational levels or professional 
training, institutional restrictions on access to certain activities, 
etc.— all of which operate to hamper the smooth redistribution of 
labour called for by economic and technological advance. These 
imperfections are one of the main reasons why the wage mechanism 
appears to play a more limited role than one might expect. By the 
same token, the very importance of these imperfections focusses 
attention on how much could be done to foster a more efficient 
allocation of labour by direct action on structural and institutional 
rigidities in labour markets. 

b) During the preparation of its second report, the Working Party had 
several discussions on the role of profits in the process of cost inflation. 
It concluded that “While it is difficult to disentangle the role of 
different elements in total costs, it seems probable that the failure of 
cost reductions to be reflected fully or immediately in prices is an im- 
portant feature of the process by which costs and prices are levered up 
under conditions of cost inflation. ” As a result of the work of the Ex- 
perts, the Working Party feels that it should have been rather more posi- 
tive about the role of profits. In this connection, the evidence presented 
in Chapter VI of the Report suggesting a quite strong relationship 
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between profits and changes in profits, and wage movements, is both 
interesting and significant. While this evidence is open to alternative 
interpretations, it seems to provide further support for the view that 
a successful incomes policy must cover prices, profits and other non- 
wage incomes as well as income from employment. 

P. de Wolff 

Chairman of Working Party No. 4 
of the Economic Policy Committee of OECD 






i 



12 

i 










i 



1 



INTRODUCTION BY THE AUTHORS OF THE REPORT 



We were instructed to enquire into the relationship between changes in 
wage differentials and the distribution of employment. We met as a group 
2 four occasions between April 1963 and July 1964. The composition of 

the group was . . . x 

Prof. P. de Wolff (Netherlands) (Chairman) 

M. R. Deroo (Belgium) 

M. A. Liorzou (France) 

Frau Professor S. Mtinke (Germany) 

Mr. C.-E. Odhner (Sweden) 

Prof. H. Phelps Brown (United Kingdom) 

Mr. G. Saunders (Canada) 

Prof. L. Ulman (United States) 

Dr. Prof. C. Vannutelli (Italy) . r f . 

In this report, we have concentrated our attention on the facts about 
changes in wage structures and in employment patterns, and the relationship 
between these changes. We have also looked at the non-wage influences acting 
on labour flows, and, with the aim of a more complete understanding of the 
working of the labour market, at the factors other than employment which 
could have had an effect in producing (or preventing) modifications in the 
structure of earnings. Throughout it has been borne in mind that the nature 
and importance of the different relationships may differ as between the long 
and short run, and that the relationships themselves may hold to different 
degrees according to the economic conditions prevailing during the period 

over which they are measured. , _ , ., 

Numerous points of contact exist between these matters and other more 

general aspects of economic policy and theory. In order to keep th>s report 
of reasonable size, we have limited ourselves as far as possible to the specific 
issues outlined above, i.e. the effect of wage differentials on labour mobility 
and the other factors relevant to either or to both in conjunction. In particula 
we devote rather limited space to other aspects of labour mobility, which, 
although closely linked to this problem are under study in other bodies of the 
OECD. For the same reason, neither the fairly complete set of abstracts 
which we have compiled from the relevant literature, nor the considerab e 
volume of statistical data which were analysed in the course of our research 

have been reproduced here 1 . . , . 

We would like to record here our appreciation of the valuable and efficient 

services rendered by the Secretariat. Mr. Stephen Marris has .been associated 
with the Group’s work throughout, and a considerable debt re also owed to 
the late Mr. Jack Downie for his contributions to the Group s discussions. 



1. This material is being made available separately. For details see Statistical Annex. 
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The report itself was drafted by Mr. Bevan Stein, who was also responsible 
for supervising the immense volume of statistical analysis undertaken on the 
Group’s behalf by the OECD Statistics Division, in particular by M. Jean 
Littaye. 







SUMMARY AND CONCLUSIONS 

; 

H 

S 1 ’ 

The present chapter brings together the findings presented in more detail 
in the body of the report. 

A. THE SCOPE AND COVERAGE OF THE DATA 

The available evidence on changes in relative earnings 1 and the associated j! 

changes in relative numbers employed has been surveyed for periods of up to jj 

fifteen years in ten countries — Belgium, Canada, France, Germany, Italy, | 

the Netherlands, Norway, Sweden, the United Kingdom and the United States j 

of America, a significant part of the material relating to the last named country. § 

For many of these countries, it was also possible to study additional relevant j 

variables, such as profits, production, concentration and labour mobility. On | 

the other hand there were areas in which the absence of documentation proved | 

a handicap. Thus the Group was unable to examine as thoroughly as it would | 

have liked the behaviour of occupational labour markets, and of industrial J 

labour markets other than manual workers in manufacturing; nor was it f 

possible to go down to the lowest level of decision-taking, i.e., individual j 

enterprises. „ .... , r I 

The periods studied fall mostly within the years of prevailing high levels ot 

employment since the Second World War. We have consulted a number of 

studies already published of the forces bearing upon changes in earnings in j 

particular employments, and especially of how far these changes may be j 

connected with changes in numbers employed. The Secretariat has carried 

through extensive correlations of the association revealed by the statistical 

record between changes in relative earnings and changes in numbers employed, 

and other variables that may be associated with the behaviour of either or 

both together. 



B. EARNINGS, CHANGES IN EARNINGS, 

AND CHANGES IN EMPLOYMENT: FINDINGS OF FACT 

Industrial, occupational, and regional wage rankings have generally been 
quite stable over relatively long periods of time and in the period since World 

1. For a definition of earnings see pages 21 and 91. 
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War II as well. Wage differentials have also exhibited considerable stability 
over time, although occupational (skill) differentials have tended to narrow 
markedly over the past half-century (but not in the postwar period). At the 
same time, a number of industries have persistently experienced either above- 
or below-average earnings increases. 

The relative stability of wage structures stands in contrast to employment 
experience. Relative changes in net numbers employed have generally been 
large in comparison with contemporary changes in relative earnings. 

Job turnover rates tend to be high where pay is low, and vice versa. 
Industry earnings averages, in turn, appear to be related to the degree of 
concentration and profitability. 

Some evidence of a positive association between changes in earnings and 
in relative employment was observed in the following cases: 

i) Among broad economic sectors in the US and Canada there is some 
evidence of a lagged response of earnings to changes in employment. 
In these countries employment tended to rise most rapidly in the 
low-wage sectors outside agriculture; 

ii) Among broad industry groupings within the manufacturing sector 
an excess of positive over negative relations appears, but in general 
the association is weak and it tends to weaken further when the same 
material is studied in more detailed industry breakdowns; 

iii) In some countries, relative wages have fallen in industries experiencing 
exceptionally great reductions in their shares of total employment 
over the postwar period; 

iv) In the US and Canada, where salaried employment increased greatly 
relative to non-salaried employment, salaries have risen more rapidly 
than wages in recent years 1 ; 

v) Certain professional and other occupational groups whose earnings 
have lagged behind compensation in alternative employment have 
experienced shortages of labour. In this connection it may also 
be noted that salary rankings among different industries were less 
stable than wage rankings; 

vi) In some of the countries and for certain groups of workers, there 
is a rather pronounced association between differential changes in 
regional earnings and employment, particularly in the longer 
term. 

In general, however, it is our main finding that there is no evidence of a 
strong systematic statistical relationship between changes in earnings among 
individual industries and variations in relative employment. This finding 
applies equally to the shorter and longer term relationships studied and to 
periods when unemployment was relatively low and/or falling, although it 
may be that there is some tendency for a higher relationship to be observed 
as countries move from periods of higher to lower unemployment. Moreover, 
in most instances where the data provide evidence of a statistically significant 
relationship, it is clear that the explanatory role of relative wages is over- 
shadowed by the influence of other factors. 



1. On the other hand, salary rates rose considerably less rapidly in Germany after 
1950 than did wage rates, although in this country as elsewhere, employment of salary earners 
rose more rapidly than employment of wage earners. 
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C. INTERPRETATION OF THE RESULTS 
IN THE LIGHT OF ADDITIONAL EVIDENCE 



The most obvious interpretation of these findings is that changes in 
wages have not in practice played an important role in the allocation of labour 
between different employments. On this view, the movements of labour have 
been preponderantly wage-insensitive. Opposed to this are our everyday 
knowledge of employers sometimes raising wages to attract or retain labour, 
and the widely accepted view that changes in relative pay have an important 
and sometimes indispensable part to play in drawing labour towards expanding 
employments and diverting it from others. Neither view is uniquely imposed 
by our findings. The first view is evidently consistent with them. But so also 
is the second, because the same findings might be held to show that the wage 
mechanism is so sensitive and powerful that only slight and temporary variations 
are required to effect substantial re-allocation of labour. 

We have therefore tried to discriminate between the two views by consider- 
ing our findings in conjunction with additional evidence. This has led us to 
believe that, with some important exceptions, it is the wage-insensitive explana- 
tion that applies, for the additional evidence strongly suggests that (i) the 
observed changes in the allocation of labour are often brought about by 
mechanisms other than changes in the wage structure, and (ii) the observed 
changes in the wage structure are often brought about by forces other than 
those that allocate labour. 



I. Alternative Allocational Mechanisms 



The hypothesis that expanding industries can often increase their shares 
of the labour force (if they so desire) without raising their wages relative to 
other employment is rendered plausible by the fact that gross mobility rates 
have been from ten to forty times changes in net employment. This means 
that large changes in net numbers employed can be generated by only minor 
variations in either accessions or separations. That some variation in acces- 
sions and separations can be effected without changes in relative wages is 
suggested by evidence concerning the motivation of wage earners with respect 
to job choice, much of which appears to be non-fmancial. Financially motivated 
mobility is indeed of great importance; but to the extent that it reflects such 
factors as opportunity for more rapid advancement or greater economic 
security, it need not be in the direction of higher wage levels. Finally, even 
where movement is purposefully in the direction of higher-wage jobs, (whether 
or not it reflects full maximisation of net advantage) it may be made in response 
to differences in wages in the existing structure as distinct from changes in 
them. These considerations apply to existing job holders in the labour force — 
most of whom are quite immobile, while some others appear to be chronic 
job changers — and most of them appear to apply a fortiori to the unemployed 
and also to new entrants to the labour force. 

Some expanding industries are in an excellent position to profit from such 
mobility and thus to raise their accession rates or lower their separation rates 
at their present rates of pay. Three important conditions for success in this 
regard are (1) extensive recourse to promotion from within and hiring only 
at the bottom of the occupational ladder and at certain “ key ” maintenance 
and white-collar levels; (2) relatively high existing levels of compensation; and 
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(3) contraction in other lines of employment. The presence of the first condition 
facilitates maximum lecourse to untrained and inexperienced labour; the 
presence of the second and third gives the expanding activity greater access to 
experienced wage earners. 

The relatively small differentiation in earnings which we have found may 
also act as an allocational mechanism. If earnings do not in fact rise signifi- 
cantly more in the expanding than in the contracting employments, firms in 
the declining sectors will be put under greater economic pressure to shed labour, 
just as firms in the expanding sectors will find it more profitable to take labour 
on. Differentiating the rise in earnings bears on the supply of labour at 
different points in the labour market; maintaining a uniform rise bears on 
the demand. 



II. Influences on the Wage Structure 



Wage decisions taken in other labour markets (often in industries with 
high profits reflecting large productivity gains or strong and price-inelastic 
demand for their output) are a pervasive influence making for uniformity of 
earnings changes. Our results have also shown that earnings levels appear to 
vary with the degree of product market concentration and profit levels. To 
the extent that earnings differentiation has occurred, it has tended to be in 
the same direction as changes in profits, and it has also been related to the 
share of labour costs in totaj cost. These relationships, considered in conjunc- 
tion with the observed associations between changes in earnings and in employ- 
ment on the one hand and changes in profits, output and employment on the 
other, admit of two different interpretations. 

On the one hand, in the situations marked by a relative rise of fall in all 
three of employment, profits and earnings, the change in earnings is “ in the 
right direction, ” and to the extent that labour supplies are sensitive to it, it 
will function efficiently as an allocative mechanism. (It must be recognised 
however, that changes in earnings induced by variables which are not directly 
correlated with employment— such as labour-cost ratios, concentration rates 
or key wage bargains elsewhere in the economy— might exert a perverse 
allocational influence). 

On the other hand, the relation between profits and both relative wage 
changes and changes in employment is also consistent with what may be 
termed the “ prosperity ” or “ ability-to-pay ” thesis. It suggests that the 
observed differential movements of earnings can be interpreted as a response 
to an advantageous profit situation by both employers and labour in expanding 
industries, rather than as a necessary means of attracting additional labour; 
the employment/ earnings correlation then follows as an “ echo ” of an output- 
profits-employment relationship. The statistically significant relationships 
observed between regional earnings and employment may be a case in point; 
many of the studies which we have consulted reveal a strong positive association 
between migration and levels of income; the more prosperous regions 
have provided both higher pay and more jobs because they were more 
prosperous, and pay was not raised solely because there were more jobs to 
be filled. More generally, it was found that when the influence of changes 

in profits is held constant, the earnings-employment relationship becomes 
attenuated. 

Both the prosperity thesis and the tendency of wage-changes to be 
influenced by wage decisions taken elsewhere, especially within the same 
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2-digit group of industries, are helpful in explaining the contrast between a 
weak association between changes in wages and in employment among industries 
(at the 3-digit level) and the somewhat stronger association when broader 
industry groupings are compared. It is to the association between greater 
profitability and the rise of relative earnings that we are inclined to ascribe 
the employment/earnings relationship that appears among groups of industries. 
Within such groups however, industries with varying employment and profit 
experience but in the same orbit of wage determination may experience very 
similar wage movements. 



III. The Importance of Differential Changes in Earnings 



For the most part, however, we find that the associations between changes 
in relative employment and relative earnings in the situations summarised in 
page 16 above are of economic as well as statistical significance. One 
of these deserves further comment: it concerns cases in which earnings in a 
given employment have fallen behind those generally available elsewhere to 
the grades of labour concerned. The fact that a fall in relative earnings has 
reduced the supply of labour does not seem to us inconsistent with our other 
findings, that a rise in relative earnings is not generally indispensable if the 
supply is to be raised: the stimulus to leave a given employment is evidently 
greater when earnings there are exceptionally low relative to those in most 
alternative employments than when earnings in only one or a few other 
employments are exceptionally high. 

We have indicated above that the existence of relatively high levels of 
pay in expanding industries facilitates redeployment of labour without changes 
in relative earnings. (It does not, however, constitute a sufficient condition 
of success in this respect). In certain cases employment has indeed tended to 
grow most rapidly in high-wage industries (and in such cases, the relationships 
between changes in earnings and changes in employment are weakened when 
the influence of levels of pay is held constant). However, in other instances, 
the tendency has been for employment in low-wage sectors (especially some 
service industries) to expand more rapidly than employment elsewhere. If 
such situations are associated with shortages of labour, above-average increases 
in wages could well be a condition of an expansion of numbers employed. A 
similar situation may occur in the case of expanding industries in remote areas, 
in which there are labour shortages, and to which there is some reluctance 
to move. 

We also note the possibility that the supply of labour to occupations 
requiring specific qualifications will vary with prospective earnings. It is a 
limitation of the materials we have studied that few of them concern the 
occupational as distinct from the industrial deployment of labour; and it is 
in any case difficult to trace the long-run relations that are involved in the 
adjustment of the supply of labour to occupations requiring extensive periods 
of preparation, in particular the professions. 

But there are indications that the supply of entrants and trainees to a 
qualified occupation varies with the earnings which the occupation is from time 
to time expected to afford. This may be of particular importance in the case 
of certain occupations which emerge as a result of technical and economic 
change, particularly if such change is proceeding at a rapid rate. High earnings 
may be a necessary condition to help overcome the labour shortages which 
are characteristic of these occupations in the short run. 
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IV. The Importance of Existing Earnings Differentials 

The generally weak relationship observed between changes in earnings and 
in employment in conjunction with the relative stability of inter-activity 
earnings relationships calls attention to the importance of the existing earnings 
structure as an independent influence on employment flows. This influence may 
be felt in a number of ways. Reference has already been made to the effect 
of the maintenance of the existing structure in inducing firms in declining 
activities to shed labour more rapidly than they might otherwise have done. 
The same is true of intra-industrial labour allocation. The stability of earnings 
relativities is a factor making for the elimination of the least efficient firms 
because they are unable to pay the going rate. 

The allocative function of the existing structure must be seen in the light 
of (1) the relationship between pay levels and separation rates, (2) the opening 
of job vacancies in various activities. Through these agencies the existing 
structure serves both to maintain a certain allocation of labour between employ- 
ments, and to promote changes in that allocation by promoting the movement 
of labour to expanding employments. Much of our evidence suggests that it 
may be possible to find applicants for jobs which offer relatively low pay ; but 
it can be inferred from the association between low pay and high separation 
rates that, if sufficiently attractive job alternatives were available, difficulty 
would be experienced in maintaining the numbers in such employment, and 
that the labour retained would tend to be qualitatively less suitable than the 
labour which had moved to another activity. Relatively high pay, on the other 
hand, both enables management to retain labour of the requisite quality and 
(save in some cases where particular qualifications are in short supply) to 
expand employment as vacancies open up. We have seen that if vacancies 
open up in an industry that stands low in the wage structure, it may well have 
to raise its relative pay; but we also note that in other cases an expanding 
industry which offers no higher earnings grade for grade than others can still 
offer any one worker higher earnings at a given stage in his working career 
because his transfer in effect provides more rapid advancement. We conclude 
that much of the movement of labour in the presence of relatively stable 
earnings differentials can be accounted for by shifts from step to step of the 
existing structure. 
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CHANGES IN WAGE STRUCTURES 



The discussion in the present chapter relates to the development of 
wage structures with a view to assessing their variability over tune and 
from country to country. A similar analysis of employment structures, 
and a comparison of their variability with that of wage structures, is made 

in Chapter III. . , , , . 

Different types of labour and labour markets can be classified in many 

different ways. A full specification, for example, might refer to a man or 
woman in a particular occupation, in a particular industry, in a particular 
region, in a firm of given size, and so on. From the point of view of the 
problems connected with incomes policy, the industrial structure of earnings is 
perhaps the most significant. Modern collective bargaining is predominantly 
conducted on an industry or firm, rather than on an occupational basis 
although some important occupational sectors are covered by craft unions— 
and the extent to which the inter-industry allocation of labour is responsive 
to changes in industry earnings levels is a major policy preoccupation. But the 
occupational structure is clearly of great importance. To a large extent, the 
problems of assuring balanced occupational employment coincide with those 
met in connection with the by-industry distribution of employment. But 
from an efficiency point of view, there is the further problem that the 
time taken to train for certain occupations means that there can be lags 
before adequate supplies of needed grades become available. From 
time to time, specific wage increases resulting from shortages of this 
type have had a role to play in rationing demand and in promoting 
general wage increases. Finally, the relation between regional wage 
structures and the geographical distribution of labour presents policy pro- 
blems which overlap those raised by the occupational and industrial 
wage structures. These problems are also related to more general 
questions of manpower and social policy, and certain special aspects of re- 
gional earnings and employment relationships are dealt with separately in 

Chapter VIII. . , . . . ... 

In general, increases in earnings have not been broken down into tneir 

different components. This would be relevant in a study of how earnings 
changes have come about; it is less so in a discussion of the impact o t ese 
changes on the allocation of labour. Nevertheless, mention must be made of 
one particular component of earnings which has received considerable attention 
in recent years, namely wage drift. Drift may be shortly defined as those pay 
supplements whose effect is to raise total earnings more rapidly than the *rict 
application of general collective bargaining provisions would otherwise have 
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implied 1 . From time to time, drift has been a symptom of excess demand for 
labour, where employers have competed for labour in the same bargaining area, 
or have been reluctant to incorporate additional payments into basic rates 
lest the increases thus granted spread to less scarce groups. It has been observed 
in situations of generally excess demand, but also in situations of overall 
balance and even moderate unemployment. In practice the modifications of 
the wage structure which would have resulted from such drift have often 
tended to be offset by the negotiation in collective bargains of greater increases 
for those who were not in a position to benefit from drift. In other cases, drift 
has operated in favour of groups for whom below-average pay increases had 
been arranged in negotiated settlements in an attempt to alter wage differentials. 
Either way, the outcome of the interplay of drift and collective bargaining, 
given the pressures to maintain traditional wage relationships, has been a 
levering up of the general level of earnings, in most cases without any consider- 
able changes in existing industrial or occupational earnings relativities. Atten- 
tion is therefore focussed in this report on the total earnings of the categories 
of employees studied, with reference where appropriate to the role played by 
drift as an influence on wage structures. 

Our own studies and those of other observers relating to different countries 
and periods of time have in general yielded very similar results. These may 
be summarised as follows: 

i) There tend to be quite big differences between average earnings in 
different occupations, industries or regions. 

ii) Variations about the average rate of increase of earnings have tended 
to be small relative to changes in net numbers employed, whatever 
the classification adopted. 

iii) Differences in average earnings between occupations, industries or 
regions have tended to change only slowly, although in particular 
cases the cumulative effect has been substantial. At the same time, 
the ranking with respect to average earnings of individual industries, 
occupations or regions within the relevant wage structure has tended 
to be quite stable. 



THE INDUSTRIAL WAGE STRUCTURE 






I 



Long Term Trend 

The impression gained from a survey of the studies which have been made 
of the changes in the industrial wage structure over periods of up to 50 years 
is one of very considerable stability., Unfortunately, the country coverage 
of these studies is limited; the available material relates only to the United 
States, Sweden, Canada and the United Kingdom. For these countries, the 
correlation coefficients between the beginning- and end-period industry earnings 
structures derived by different authors are set forth in Table 1. Stability in 
ranking is found whether average earnings of all workers, or of specific groups 
of workers, are studied. 



1. Wage drift can be generated in many ways: shop floor pay-setting “Ailing in” 
decisions at national level, overtime allowances, up-grading, productivity bonuses, etc. 
The definition of drift is partly a statistical matter relating to the way figures are reported. 
More fundamentally, its components and their contribution to total vary according to the 
prevailing institutional organisation of wage decisions. 
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Table 1. COEFFICIENTS 

OF RANK CORRELATION BETWEEN EARNINGS STRUCTURES 



COUNTRY 


YEARS 


NO. OF 
YEARS 


NO. OF 
INDUS- 
TRIES 


WORKERS 


C 

< 

VALUE 


ORRELATION 

COEFFICIENT 

TYPE 


SOURCE 


Sweden 


1938, 1948 


10 


56 


Men 


.69 


Spearman 


0) 




1948, 1962 


14 


43 


Men 


.77 


Spearman 


(2) 




1938, 1962 


24 


43 


*9 


.70 


Spearman 


(2) 


USA 


1899, 1947 


48 


84 


All 


.73 


Not identified 


(3) 




1899, 1950 


51 


76 




.66 


Not identified 


(3) 




1939, 1951 


12 


28 


All 


.82 


Not identified 


(4) 




1923, 1946 


23 


20 


Unskilled 


.73 


Spearman 


(5) 




1929, 1939 


10 


20 


99 


.89 


Spearman 


(5) 


UK 


1938, 1946 


8 


28 


All 


.90 


Net identified 


(4) 




1938, 1951 


13 


28 


99 


.88 


Not identified 


(4) 


Canada 


1921, 1956 


35 


88 


Men 


.65 


Spearman 


(6) 



Sources : 

1. Sveriges Officiella Statistik: Lonestatistik fdr Sverige 1938 , Stockholm 1940, and 1948 , Stockholm 1950. 

2. Statistika CentralbyrAn : Statistika Meddelanden , 1963, 44, Stockholm 1963. 

3. D. E. Cullen, “ The Interindustry Wage Structure 1899-1950, ” American Economic Review , June 1956. 

4. P. Haddy and N. A. Tolies, “ British and American Changes in Interindustry Wage Structure, ” Review 
of Economics and Statistics , November 1957. 

5. S. H. Slichter, “ Notes on the Structure of Wages ” Review of Economics and Statistics , February 1950. 
Slichter also finds that where industries paid semi-skilled and skilled workers high wages, they also paid unskilled 
workers higher wages. 

6. H. D. Woods and S. Ostry, 11 Labour Policy and Labour Economics in Canada ” MacMillan of Canada. 
Toronto, 1963. 

Note. Newly formed industries and those undergoing significant transformation or disappearing during 
the periods studied cannot, given the nature of the calculation, be taken into account in comparisons of this kind. 



A separate study of Denmark, Sweden, the United States and the United 
Kingdom covering approximately 10-year periods in the 1950s which was 
made for the Group confirms these findings, industries which had above- 
average earnings in any one country tended to have above average earnings 
in all four countries and at either end of the period studied. Similarly, the group 
of industries with below-average earnings tended to be the same across countries 
and over time 1 . It may also be noted that there appears to be a rather strong 
similarity between the industrial wage structure in different regions of the same 
country 2 . 



Post-war Trends 



The available studies in general suggest that this relative stability of the 
industrial wage structure has continued during the post-war period. As this 
is a matter of central importance to our study, we asked the Secretariat to 
carry out a detailed analysis of the available material. The results of this 
analysis are discussed in the following paragraphs. 



1 . See also Dunlop and Rothbaum, (“ International Comparisons of Wage Structures ”, 
International Labour Review, April 19SS), who note the similarity among the industrial 
wage structures of Italy, France and the United States. 

2. For example, Lebergott (“ Wage Structure ”, Review of Economics and Statistics, 
November 1947) observes that the United States inter-industry wage structure of the mid- 
1940s was highly correlated with the wage structure of the major geographic regions of that 
country. It was also similar to the structures of Canada, the United Kingdom, Switzerland 
and Sweden. 
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The earnings statistics reviewed cover 10 Member countries 1 . Two main 
approaches have been used. In the first place, industry rankings have been 
compared over the period studied. After appraisal of the stability of these 
rankings, the extent to which the wage structure has expanded or contracted is 
examined. In parallel with this, and as part of the study of the relation between 
earnings and employment changes, average rates of wage increase over the 
relevant range of activities have been compiled, together with a measure 
summarising the variability of individual increases about the average rate of 
change observed 2 . Similar techniques were used for study of occupational and 
geographical earnings structures and changes, and for the study of employment 
movements. Interpretation of the figures calls for great care. The availability 
of data varies sharply from country to country, and there are major variations 
in coverage: data relate to hourly, daily, weekly or annual earnings; to male 
wage earners, all employees, or salaried employees only; and to differently 
classified industry groups which are more or less exhaustive of the total to 
whose average they are referred. 

It may also be noted that industry groups have been studied at different 
levels of aggregation. For convenience the terminology of the Standard 
International Industrial Classification (SIIC) has been adopted, but in practice, 
the correspondence of the groupings studied here and the SIIC is only very 
rough due to differences in country nomenclatures and the way in which 
figures were available 3 . 



1. Belgium, Canada, France, Germany, Italy, the Netherlands, Norway, Sweden, 
the United Kingdom and the United States of America, For certain specific aspects of the 
study, data for other Member countries were also taken into consideration. 

2. The statistical methods adopted are as follows: 

Comparison of Rankings, (a) Product moment or rank correlation coefficient for selected 
pairs of years, always including the terminal pairs of years. Where product-moment coeffi- 
cients based on absolute earnings were available as a by-product of the general statistical 
analysis, calculation of rank coefficients was deemed superfluous. Product moment measures 
are of course heavily influenced by the continued presence of extreme observations at either 
end of the earnings structure. From our point of view, this is appropriate, since changes in 
average earnings reflecting the influence of weighting shifts may in certain cases be greater 
than movements reflecting increased grade-for-grade differentials, and this is most likely 
to affect comparisons in the middle of the structure, where earnings averages are near each 
other, (b) Coefficient of concordance of rankings over all years. This measure is a form of 
multiple rank correlation coefficient. 

Expansion or Contraction of the Wage Structure. Standard deviation of the percentage 
by which earnings of the individual groups studied exceed or fall below the average for all 
groups. Calculated for initial, terminal and selected intermediate years. It may be noted 
that the use of this measure is reasonable only when there is a fair degree of consistency of 
ranking, particularly at the extremes. 

Rate of Increase. Annual average percentage change over the periods studied: total and 
for each activity. 

Variations about average rate of increase. Standard deviation (unweighted) of the percentage 
by which the rate of increase in individual activities exceeds or falls below the average rate 
of change. 

3. In the subsequent discussion the term “ sector ” will be used for the most aggregate 
groupings, e.g. all manufacturing industries, all service industries, etc. “ Two-digit ” is 
used to refer to broad industry groups within a sector whose output would tend to be grouped 
together in a product classification and which on the whole use roughly similar production 
techniques. Most national statistical systems recognise from IS to 20 two-digit industries 
within the manufacturing sector. . Individual component industries of a two-digit group are 
referred to as “ three digit. ” Thus, in the British classification, “ engineering ” corresponds 
to a two-digit group, covering both engineering and electrical goods industries, such as 
machine tool manufacture, machinery manufacture, radio manufacture, etc. When these 
last industries are studied individually rather than as a group, they are referred to as “ three- 
digit ” industries. 
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Table 2 below summarises the comparisons made of industry earnings 
rankings for selected postwar periods. The data suggest an impressive degree 
of stability in interindustry wage structures. Further, in conjunction wi 
the rather slight increase in the dispersion of the earning structure (shown m 
Table 3) for all countries except the United States and Canada, (where the 
structure widened continuously) the high values of the product-moment coeffi- 
cients of correlation observed suggest that each industry not only tended to 
maintain its rank but also, to a considerable extent, the percentage by which 
its earnings exceed (or fall below) the average— although this is somewhat 
less true for salaried employees than for wage earners . Over short periods 
(e.e. from year to year), the coefficients are even higher than those shown in 
Table 2 i.e. individual industries* short-term variations about the average 
rate of increase did not produce significant short term changes in the earnings 
structure. The slight lowering of some of the correlation coefficients observed 
as longer periods are studied reflects the persistence of a slowly operating but 
cumulative differential trend of earnings in a rather limited number of industries, 
typically those which were either very high or very low in the earnings structure . 

Within this general stability inter-industry percentage differentials nave 
more often widened or stayed constant than narrowed, at least until 1958 
(Table 3). However, there are a number of important country exceptions to 
this (Netherlands, Germany). So far as absolute differentials are concerned, 
the rate of increase of earnings has been such that they have opened even in 
those cases where some narrowing of percentage differentials orcurred. 

A number of other points relevant to the interpretation of Table 3 are 

a) The more homogeneous the labour force studied, the lower the 
apparent inter-industry dispersion of earnings. Thus, the inter- 
industry spread of salaries on their own is lower than the spread in 
respect of all employees’ earnings (United States, Canada). Similarly, 
data relating to male and female workers combined appear to display 
higher earnings dispersion than where male workers only are 
considered (Canada, Germany). In particular, the apparently greater 
spread of the United States industry earnings structure may in part 
reflect the fact that the data relate to all employees, whereas the 

majority of the European figures cover men only. 

b) Some observed differences in industries’ average earnings are due to 
differences in occupational or sex mix, and there is also a contribution 
from earnings differences within occupations, depending on such 
factors as personal qualities, seniority, whether the job is in^a high 
or low wage region, etc. All these factors obscure the real 
differences between industries’ earnings levels, i.e. the extent to which 
a given industry tends to pay higher wages for work of equivalent 



1 Data on salary rankings are available only for Canada, United States, Sweden and 
Norway The variability in the early years may reflect changes in occupational composition 
arising from the progressive shift of the employment structure away from its war-t ime pattern. 
A h? same time the interindustry dispersion of salaries is much lower than of wages (see 
Table 3), so that smaller differential movements in average salaries have more effect in lowe - 

ins the observed correlations than in the case of wages. . A 

2 This would not appear with the use of rank correlation coefficients. At the same 
time anv changes in ranking of mid-range industries with roughly equal earnings levels 
would reduce the numerical value of a rank correlation coefficient. Such changes, of course, 
have no great significance from our point of view. 
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Table 2. RANKING STABILITY: COEFFICIENTS OF CORRELATION 
OF INDUSTRIAL EARNINGS STRUCTURES IN SELECTED COUNTRIES 

AND YEARS FROM 1948 



SERIES 

CODE 

REFER- 

ENCE 1 


COUNTRY 


PERIOD 


INDUSTRIES 

EXAMINED 1 


EARNINGS EXAMINED 


COtfFICIINTS j 

OF CORRELATION 


TOTAL 


OF 

WHICH 

MANUF. 


TER- 

MINAL 

PERIODS* 


FIRST 

3-year 

PERIOD 


LAST 

3-yiar 

PERIOD 


















t: 



r 



Sectors 

a) Wage-earners 

IIIOO | Belgium | 1949-62 1 11 [ !• | Daily, Men | .97* | .99’ | .98* 



b) Wage-earners and Salaried Employees Combined 



02140 


USA 


1948-61 


10 


1 


Yrly, Both sexes 


.99** 


.99 


01140 


Canada 


1950-61 


10 


1 


Weekly, Both sexes . . . 


.98 


.98 



Approximately 2*dioit Industry Level 
a) Wage-earners 



02100 


USA 


1948-61 


21 


21 


Hrly, Both sexes 


.92 


.97 


.99 


I 


02120 


USA 


1948-60 


21 


21 


Yrly, Both sexes 


.95 


.96 


.99 


B 

H 

h 


02100 


USA 


1948-61 


11 


1* 


Hrly, Both sexes 


.98 


.99 


.99 


s 

ft 


02100 


USA 


1948-61 


31 


21 


Hrly, Both sexes 


.93* 


.98 


.99 


F 


15120 


France 


1955-60 


25 


14 


Yrly, Men 


.89* 






jl 


25100 


Sweden 


1954-59 


ll 4 


10 


Hrly, Men 


.99* 






is 


25120 


Sweden 


1952-60 


10 


10 


Yrly, Both sexes 


.96* 


.96 


.97 


il 

I 


22100 


Norway 


1955-59 


25 


20 


Hrly, Men 


.90* 






!! 

|i 


22120 


Norway 


1950-59 


20 


20 


Yrly, Men 


.72* 


.81 


.82 


is 


11100 


Belgium 


1949-62 


23 


23 


Daily, Men 


.72* 


.94 7 


.86* 


it 

r< 

y 








b) Salaried Employees 








1. 

1 


02130 


USA 


1948-60 


21 


21 


Yrly, Both sexes 


.61 


.68 


.79 




0110S 


Canada 


1949-60 


17 


17 


'Veekly, Men 


.77 


.81 


.98 




01106 


Canada 


1951-57 


17 


17 


Office and Clerical, Men, 




















weekly 


.84* 








01107 


Canada 


1951-57 


17 


17 


Managerial and prof., 








rt 












Men, weekly 


.65* 






i 


01185 


Montreal 


1949-60 


16 


16 


Weekly, Men 


.94 


.92 


.95 


* 


01195 


Toronto 


1949-60 


13 


13 


Weekly, Men 


.57 


.36 


.79 




25130 


Sweden 


19S2-60 


10 


10 


Yrly, Both sexes 


.93* 


.93 


.90 


H 

t 


22130 


Norway 


1950-59 


20 


20 


Yrly, Both sexes 


.80* 


.81 


.92 


I 

: 






c) Wage-earners and Salaried Employees Combined 






!| 


02140 


USA 


1948-61 


21 


21 


Yrly, Both sexes 


.91** 


.97 


.99 




02140 


USA 


1948-61 


36* 


0 


Yrly, Both sexes 


.91** 


.97 


.99 




02140 


USA 


1948-61 


60 


21 


Yrly, Both sexes 


.91** 


.97 


.99 




01140 


Canada 


19S0-61 


17 


17 


Weekly, Both sexes . . . 


.99 


.99 


.99 




01140 


Canada 


1950-61 


21* 


0 


Weekly, Both sexes . . . 


.98 


.98 


.99 




01140 


Canada 


19S0-61 


38 


17 


Weekly, Both sexes . . . 


.98 


.98 


.99 





More Detailed Industry Classifications 
a) Wage-earners 



16100 


Germany 


1950-60 


2V 


26 


Hrly, Both sexes 


.98* 10 


.98 1 


.99 


16110 


Germany 


1951-62 


32* 


29 


Skill group 1, Men, hrly 


.87* u 


.91 18 


.91 


16120 


Germany 


1951-62 


32* 


29 


Skill group 2, Men, hrly 


.85* u 


.87 11 


.92 


16130 


Germany 


19S1-62 


32* 


29 


Skill group 3, Men, hrly 


.80* u 


.86 la 


.91 


2S100 


UK 


1954-58 


79 


79 


Hrly, Men 


.94* 






25100 


Sweden 


19S2-61 


30 


30 


Hrly, Men 


.96* 


.97 


.98 


2S120 


Sweflen 


1952-60 


88 


88 


Yrly, Both sexes 


.94* 


.93 


.96 
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Tabu 2. RANKING STABILITY ; COEFFICIENTS OF CORRELATION OF 
INDUSTRY EARNINGS STRUCTURES (concluded) 



sums 

CODS 

Kirin- 

BNC8 1 


COUNTRY 


PUUOD 


INDUmiU 

EXAMINED* 


SARNINOS IXAMINIO 


or com ELATION 


T»- 

M1NAL 

FIR 1 OPS* 


FIRST 

3-YIAR 

mioo 


LAST 

3*ykar 

PUUOD 


TOTAL 


OF 

WHICH 

MANUF. 





















b) Salaried Employees 

25130 1 Sweden 1 1952-60 1 88 | 88 | Yrly, Both sexes | 65* 

c) Wage-earners and Salaried Employees Combined 
01140! Canada | 1950-60 1 53 | 53 | Weekly, Both sexes ...| .96* 



.74 | .71 
.98 | 99 



M»*. • Tfc. emfiicienti for terminal wriods have been calculated for the average structure of the first and 

27. w *f« - 

Ann 2* ' For a limited number of daulflcatlons and periods, estimates were calculated using one or two fewer 
observations than the number indicated. 

3. Manufacturing Sector. 

Manufacturing Industries and Mining. 

Manufacturing Industries and the Branches 44 Mining, 44 44 Energy 4 and Building. 

1949 to 1933. 

1933 to 1962. 

1930 to 1960. 

193 M? 1962 calculatS*for 19 branches only (18 Manufacturing industries and Energy). 

1931 to 1937* calculated for 19 branches oaly (18 Manufacturing industries and Energy). 



4. 

3. 

6 . 

7. 

8 . 
9. 

10 . 

11. 

12 . 



quality performed in similar conditions by employees of similar 
status and qualifications. Observed changes in inter-industry 
differentials may correspondingly reflect the influence of the above 
factors as well as changes in “ real ” differentials 1 . 
c ) The spread of earnings in industries within a sector may be widening 
at the same time as inter-sectoral differentials narrow or stay constant, 
(United States, Canada). Statements should indicate clearly which 
wage structure is being discussed a country s structure may appear 
to be widening when studied at one level of aggregation, but may be 
found to be narrowing or unchanged when either broader or more 
detailed groupings are examined. 



Differential Rates of Earnings Change 

Summarising, the broad picture of the postwar industrial earnings structure 
at roughly two digit level is on the whole one of stable industry rankings with 
some slight expansion of inter-industry differentials. This implies that the 
majority of industries have experienced rather similar rates of earnings change. 
Examination of the statistical evidence supports this conclusion, although 
clearly there have been certain industries which have consistently had above- 
average or below-average earnings increases through all or a large part of the 
periods studied for the different countries. 



1 . For interesting attempts to isolate the effects of particular factors ^on f a^fnmgs, 

see P G Keat “ Long Run Changes in the Occupational Wage Structure 1900-1956, 

Journal of Political Economy, Dec. 1960; K. M. McCaffee, j 'statistics 

between White Collar and Manual Occupations, Review of Economics and Statistics, 

February 1953. 
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Tavle 3 THE POST-WAR DISPERSION OF THE INDUSTRIAL EARNINGS STRUCTURE 
l avle inc rua , N SELECTED COUNTRIES AND YEARS 

Unir 100 a lii.e. the spread about average earnings, measured by the standard deviation, as a percentage 
'*■ of average (unweighted) earnings. 



tutu 

COOl 

Mru* 

■NCI 1 


COUNTRY 


INDUSTRIES 

BXAMINSO* 


EARNINOS EXAMINED 


1949 


•so 


•32 


•S 4 


•S 6 


•S 8 


•60 


•61 


•62 


TO- 

TAL 


or 

WHICH 

MANUr. 































11100 | Belgium 



11 I 



Sectors 

a) Wage-earners 
I* | Daily, Men I 



I 14* | | I 13*| | 



14 



b) Wage-earners and Salaried Employees Combined 



02140 

01140 



USA 

Canada 



10 

10 



02100 1 


USA 


21 


21 


02120 


USA 


21 


21 


02100 


USA 


11 


P 


02100 


USA 


31 


21 


onoo 


Canada 


17 


17 


OHIO 


Canada 


17 


17 


01180 


Montreal 


16 


16 


01181 


Montreal 


16 


16 


01190 


Toronto 


13 


13 


01191 


Toronto 


13 


13 


28100 


UK 


17* 


14 


15120 


France 


25 


14 


25100 


Sweden 


IP 


10 


25120 


Sweden 


10 


10 


22100 


Norway 


25 


20 


22120 


Norway 


20 


20 


11100 


Belgium 


23 


23 


21120 


Netherlands 


20 


20 


21121 


Netherlands 


20 


20 


21130 


Netherlands 


20 


20 


21131 


Netherlands 


20 


20 


02130 


USA 


21 


21 


01105 


Canada 


17 


17 


01106 


Canada 


17 


17 


01107 


Canada 


17 


17 


01185 


Montreal 


16 


16 


01195 


Toronto 


13 


13 


25130 


Sweden 


10 


10 


22130 


Norway 


20 


20 



' | Weekly, both sexes < 

Approximately 2-dioit industry 
a) Wage-earners 

Hrly, both sexes 

Yrly, both sexes 

Hrly, both sexes 

Hrly, both sexes 

Hrly, Men 

Weekly, Men 

Hrly, Men 

Weekly, Men 

Hrly, Men 

Weekly, Men 

Hrly, Men 

Yrly, Men 

Hrly, Men 

Yrly, both sexes 

Hrly, Men 

Yrly, Men 

Daily, Men 

Semi-skilled men, hrly . 





25 


1 26 


27 


29 1 


29 


I 29 


29 1 


1 ^ 


15 


1 


16 


16 | 


16 


1 16 


16 | 



Level 



Unskilled men, hrly . . 
Unskilled men, weekly 



14 


14 


15 


16 


17 


18 


18 


19 


17 


17 


19 


20 


20 


21 


21 




17 


17 


17 


17 


17 


17 


18 


17 


16 


16 


17 


18 


18 


19 


20 


20 




12 


13 


14 


IS 


15 








11 


12 


13 


13 


14 








14 


IS 


15 


IS 


16 








11 


12 


15 


13 


14 








13 


14 


13 


13 


12 








10 


11 


10 


11 


10 








7 


7 


7 


8 


8 














19 




19 












II 


12 










12 


11 


12 


11 


11 












13 


13 








6 


6 


6 


6 


6 








10* 




8 


IP 




6 




F 






5 






4 










5 






4 










4 






3 





16 



b) Salaried Employees 



Yrlv both sexes. 


7 


8 


8 


7 


9 


10 


11 


Weeklv Men .......... 




7 


11 


10 


11 


11 


12 


Office and Clerical, men, 
weekly . f # ......... . 




gio 


9 




9 » 


10 


Managerial and prof., 

men u/eeklv 




910 




11 




12“ 


13 


Weeklv men 




11 


10 


11 


12 


11 


11 


Weeklv men .......... 




7 


8 


6 


7 


7 


8 


Yrlv hnth cevec. ....... 






6 


6 


6 


5 


6 


Yrly, both sexes 




9 


8 


8 


9 


8 





c) 



02140 


USA 


21 


21 


02140 


USA 


36* 


0 


02140 


USA 


60 


21 


01140 


Canada 


17 


17 


01140 


Canada 


2P 


0 


01140 


Canada 


38 


>7 



16100 

16140 

16110 

16120 

16130 

28100 

25100 

25120 



Germany 

Germany 

Germany 

Germany 

Germany 

UK 

Sweden 

Sweden 



27* 

32’ 

32’ 

32’ 

32’ 

109 

30 

88 



Wage-earners and Salaried Employees Combined 

Yrly, both sexes 

Yrly, both sexes 

Yrly, both sexes 

Weekly, both sexes . . 

Weekly, both sexes . . 

Weekly, both sexes . . 

More Detailed Industry Classifications 
a) Wage-earners 

Hrly, both sexes 

Hrly, Men 

Skill group 1, men, hrly. 

Skill group 2, men, hrly. 

Skill group 3, men, hrly. 

Hrly, Men 

Hrly, Men 

Yrly, both sexes 



18 


18 


21 


22 


22 


24 


24 


25 


25 


27 


28 


29 


29 


29 


29 


30 


24 


25 


27 


28 


28 


29 


29 


30 


16 


18 


18 


19 


19 


20 


20 




17 


19 


18 


22 


23 


23 


23 




17 


19 


18 


21 


22 


22 


22 



26 

29 

29 

29 

29 
109 

30 
88 





14 


16 


17 


17 


17 


15 
















9 


8 


8 






91. 








8 


8 


8 


8 




IP* 








10 


9 


10 


9 




10‘* 








13 


11 


11 


11 




10 


10 


10 


11 


11 












11 


11 


11 


11 


11 


11 








18 


17 


17 


16 


17 
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Table 3 THE POST-WAR DISPERSION OF THE INDUSTRIAL EARNINGS 

STRUCTURE (concluded) 



Mil 


COUNTRY 


INDUSTRIES 

EXAMINED 


■ARNINOS EXAMINED 


1948 


•30 


*32 


*34 


*36 


*38 


*60 


*61 


*62 


TO- 

TAL 


OF 

WHICH 

MANUF. 































b) Salaried Employees 

88 | 88 | Yrly, both sexes | I 1 12 | 11 I 12 | 12 | 13 

c) Wage-earners and Salaried Employees Combined 
01140 I Canada | 53 | 53 | Weekly, both sexes I I 16 I 18 I 18 | 19 | 20 I 21 | 21 



25130 | Sweden 



t BssatSMS 

than the number shown. 

i 5SSSSSS5 ISU. «* •• «* c-**** ■■ =*•• »***> — " — 

“Transportation and Communication. ” 

3. Manufacturing Industries and Mining. 

7 Manufacturing Industries and the branches “ Mining, " “ Energy , and Building. 

8. 1949. 

9. 1933. 

10. 1931. 

Hi 1951, calculated for 19 branches only (18 Manufacturing Industries and Energy). 



A condensed summary of the data is presented in Table 4 1 . There have 
been significant differences in the average rate of wage increase over the period 
as a whole in different countries, and from year to year in each country. But 
differential movements in earnings about the average in each country and in 
each period have been comparatively small. First, if the different sections of 
the table ake examined, it can be seen that over comparable periods in the same 
country, average earnings of the different groups of the labour force have risen 
at roughly the same pace. In the second place, when industries are considered 
at approximately the 2-digit level of aggregation, the long-term standard 
deviation of earnings increases (whether wage earners, salaried employees, both 
combined, or other special groups are considered) is rather less than 10 per cent 
of the average rate of earnings increase for the great majority of the European 
breakdowns studied, and below 20 per cent in the United States and Canada. 
Broadly speaking, a range of plus or minus twice the standard deviation covers 
the great majority of the individual dispersions observed. In other wor s, 
in all but a limited number of 2-digit industries, the long term rate of earnings 
increase was well within 20 per cent of the average for most European countries 
ands within 40 per cent of the average in North America. 

While the correlation between beginning and end-period earnings structures 
tends to weaken slightly as longer spans are taken under study, variability about 
the average rate of change is much less when longer periods are considered 
than when measurements are made over shorter spans. This fall may occur 
for either or both of two reasons. First there is the statistical phenomenon ot 
cancellation of variations due to particular non-recurrent circumstances as 

1. The average rate of earnings increase shown is that obser^dforthe wholepenod 
strdied. The extent to which earnings changes in each industry differed from this 8 
has been calculated for the period as a whole. In addition, the dispersion of earn ' 1 ^ Ranges 
about the average has been calculated for each successive sub-period of 1, 3, and 5 years. 
Table 4 gives Ih! average of the results obtained for the 1, 3, and 5 year periods, as well as 

for the whole period. 
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Table 4. THE VARIABILITY (MEASURED BY THE STANDARD DEVIATION 
OF EARNINGS CHANGES) OF INDUSTRIES’ EARNINGS CHANGES 
ABOUT THE (UNWEIGHTED) AVERAGE RATE OF INCREASE, 
SELECTED COUNTRIES AND PERIODS 



SERIES 

CODE 

REFER- 

ENCE* 



COUNTRY 


PERIOD 


INDUSTRIES 

EXAMINED* 


EARNINGS EXAMINED 


ANNUAL 

AVERAGE 

IN- 

CREASE 

IN 

EARN- 

INGS 

(PER- 

CENT) 


TO- 

TAL 


OP 

WHICH 

MANUF. 















VARIABILITY ABOUT AVERAGE 1 



1 

YR. 



3 


3 


YRS. 


YRS. 



WHOLE 

PERIOD 



a) 



11100 | Belgium 



1949-62 | 11 | l 4 



Sectors 
Wage* Earners 

Daily, Men . . . 



4.0* | | | 



b) Wage-Earners and Salaried Employees combined 



02140 

01140 



USA 


1948-61 


10 


1* 


Yrly, both sexes 


4.7 


1.7 


1.1 


1.0 


Canada 


1950-61 


10 


1‘ 


Weekly, both sexes . . . 


4.8 


1.6 


0.9 


0.6 



Approximately 2-digit Industry Level 
a) Wage-Earners 



02100 


USA 


1948-61 


21 


21 


02120 


USA 


1948-60 


21 


21 


02100 


USA 


1948-61 


11 


1* 


02100 


USA 


1948-61 


31 


21 


01100 


Canada 


1949-60 


17 


17 


OHIO 


Canada 


1949-60 


17 


17 


01180 


Montreal 


1949-60 


16 


16 


01181 


Montreal 


1949-60 


16 


16 


01190 


Toronto 


1949-60 


13 


13 


01191 


Toronto 


1949-60 


13 


13 


28100 


UK 


1949-59 


17* 


14 


15100 


France 


1946-62 


20 


15 


15120 


France 


1955-60 


25 


14 


25100 


Sweden 


1954-59 


11* 


10 


25120 


Sweden 


1952-60 


10 


10 


22100 


Norway 


1955-59 


25 


20 


22120 


Norway 


1950-59 


20 


20 


11100 


Belgium 


1949-62 


23 


23 


21120 


Netherlands 


1954-60 


20 


20 


21121 


Netherlands 


1954-60 


20 


20 


21130 


Netherlands 


1954-60 


20 


20 


21131 


Netherlands 


1954-60 


20 


20 



Hrly, both sexes 

Yrly, both sexes 

Hrly, both sexes 

Hrly, both sexes 

Hrly, Men 

Weekly, Men 

Hrly, Men 

Weekly, Men 

Hrly, Men 

Weekly, Men 

Hrly, Men 

Hrly, both sexes 

Yrly, Men 

Hrly, Men 

Yrly, both sexes 

Hrly. Men 

Yrly, Men 

Daily, Men 

Semi-skilled men, hrly. 
Semi-skilled men, 

weekly 

Unskilled men, hrly . . 
Unskilled men, weekly 



b) Salaried Employees 



02130 


USA 


1948-60 


21 


21 


01105 


Canada 


1949-60 


17 


17 


01106 


Canada 


1951-57 


17 


17 


01107 


Canada 


1951-57 


17 


17 


01185 


Montreal 


1949-60 


16 


16 


01195 


Toronto 


1949-60 


13 


13 


25130 


Sweden 


1952-60 


10 


10 


22130 


Norway 


1950-59 


20 


20 






c) Wage-Earners < 


02140 


USA 


1948-61 


21 


21 


02140 


USA 


1948-61 


36’ 


0 


02140 


USA 


1948-61 


60 


21 


01140 


Canada 


1950-61 


17 


17 


01140 


Canada 


1950-61 


21’ 


0 


01140 


Canada 


1950-61 


38 


17 



Yrly, both sexes 

Weekly, Men 

Office and Clerical, 

men, weekly 

Managerial and prof., 

men, weekly 

Weekly, Men 

Weekly, Men 

Yrly, both sexes 

Yrly, both sexes .... 



Yrly, both sexes . . 
Yrly, both sexes . . 
Yrly, both sexes . . 
Weekly, both sexes 
Weekly, both sexes 
Weekly, both sexes 



30 



0.3* 



0 . 8 *' 

0.5 



4.6 


1.3 


1.0 


0.9 


0.8 


4.8 


2.3 


1.3 


1.0 


0.8 


4.6 


1.2 


0.6 


0.5 


0.3 


4.6 


1.4 


0.9 


0.8 


0.7* 


5.3 


1.7 


0.9 


0.8 


0.8 


4.7 


2.7 


1.0 


0.8 


0.6 


5.3 


2.8 


1.4 


1.2 


1.0 


4.8 


4.2 


1.5 


1.1 


0.6 


5.0 


2.1 


1.1 


0.9 


0.6 


4.7 


2.8 


1.2 


0.8 


0.5 


6.6 


1.3 


0.7 


0.5 


0.4 


12.1 


1.5 


0.8 


0.6 


0.3 


9.4* 


3.8 


1.7 


1.5 




6.7* 


0.7 


0.4 


0.2 


0.5* 


5.5 


1.6 


0.9 


0.5 


7.1* 


3.3 


1.8 


1.1" 


0.6* 


6.6 


2.4 


1.1 


0.7 


4.0* 








0.8* 


6.4*" 








0.6* 


6.5* 11 








0.6* 


6.4*" 








0.8* 


6.4* 11 








0.8* 


4.4 


3.8 


1.7 


1.2 


0.9 


5.3 


2.3 


1.3 


0.9 


0.8 


5.0* 




1.5" 




0.8* 


4.0* 




1.9" 




1.5* 


5.4 


3.5 


1.3 


0.9 


0.5 


5.7 


3.4 


1.6 


1.2 


0.8 


5.8 


1.4 


0.8 


0.6 


0.3* 


6.9 


3.6 


1.5 


1.0 


0.7* 





5.4 


1.9 


1.2 


1.0 




4.4 


2.6 


1.5 


1.2 




4.7 


2.5 


1.4 


1.2 




4.8 


1.2 


0.7 


0.6 




4.8 


1.9 


1.1 


0.8 




4.8 


1.6 


0.9 


0.8 



0.9*' 

1.0*' 

1.0*' 

0.5 

0.6 

0.6 












mm 
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Table 4. 



THE VARIABILITY OF INDUSTRIES EARNINGS CHANGES ABOUT THE 
AVERAGE RATE OF INCREASE (continued) 



SERIES 

CODE 

REFER- 

ENCE* 


COUNTRY 


PERIOD 


INDUSTRIES 

EXAMINED* 


EARNINGS EXAMINED 


ANNUAL 

AVERAGE 

IN- 

CREASE 

IN 

EARN- 

INGS 

(PER- 

CENT) 


VARIABILITY ABOUT AVERAGE 1 


1 

YR. 


3 

YRS. 


5 

YRS. 


WHOLE 

PERIOD 


TO- 

TAL 


OF 

WHICH 

MANUF. 

























02100 


USA 


1951-61 


61 


61 


16100 


Germany 


1950-60 


27* 


26 


16140 


Germany 


1957-62 


32* 


29 


16110 


Germany 


1957-62 


32' 


29 


16120 


Germany 


1957-62 


32' 


29 


16130 


Germany 


1957-62 


32' 


29 


28100 


UK 


1949-58 


109 


109 


25100 


Sweden 


1952-61 


30 


30 


25120 


Sweden 


1952-60 


88 


88 

b) l 


25130 


| Sweden 


| 1952-60 | 88 | 88 | 
c) Wage-Earners 


01140 


| Canada 


| 1950-61 


1 53 


i “ i 



More Detailed Industry Classifications 
a) Wage-Earners 

Hrly, both sexes 

Hrty, both sexes 

Hrly. Men 

Skill group 1 men, hrly 
Skill group 2 men, hrly 
Skill group 3 men, hrly 

Hrly. Men 

Hrly. Men 

Yrly, both sexes 



3.9 
7.2 
8.3* 
8 . 1 * 
8 . 1 * 
8.5* 

6.9 

6.4 

5.5 



b) Salaried Employees 

Hrly, both sexes | 5.8 

nd Salaried Employees combii 
Weekly, both sexes . 



4.8 



1.6 


1.2 


1.0 


0.9* 


1.4 


0.9 


0.7 


0.5" 


2.7 


1.2 


0.8 




2.7 


1.2 


0.8 




3.1 


1.4 


0.9 




3.1 


1.7 


1.1 




2.0 


0.9 


0.7 


0.5* 


1.3 


0.7 


0.5 


0.4* 


4.7 


1.8 


1.2 


0.9* 


5.6 | 


2.5 | 


1.8 | 


1.4 


1.7 1 


1 10 1 


10.8 


0.7* 



Notp Whole-oeriod estimates relate to the average change in earnings, ana me vuriaoimy auuui 

betwShe SLuh^^T spanTof the period stSdied, except for those marked *, which relate to the change, and 

the v ? ria ^it y s ^ unweighted average rate of increase in each span of 1, 3 and 

5 years; the figures shown in the table are the average of the observations for all spans of the relevant length. The ong 

* erm ave jaBe |jf C ^ries codes see TaWe V 27. W For^he^etTited results which this table summarises, see Appendix I. 

3. For a limited numter of classifications and periods, estimates were calculated using one or two fewer observations 
than the number shown. 

5. Manufacturing industries and the branches - Building and Contracting, ” " Gas, Electricity and Water " and 
4 ‘ Transportation and Communication. ” 

6. Manufacturing industries and Mining. 

Manufacturing industries and the branches “ Mining, " 44 Energy * and Building. 

1950 to 1960. 

1955 to 1959. 

Unweighted. 

1951 to 1954 and 1954 to 1957 only. 

Average 1951-53 to average 1958-60. 



7. 

8 . 

9. 

10 . 
11 . 
12 . 
13. 



longer periods are taken into consideration. Secondly, there is the economic 
phenomenon of catch-up increases. To the extent that these processes are at 
work one might expect much of the shorter run variability to be evened out 
over about three year periods. For many countries this seems, in fact, to be 
the case. Over periods of this length the majority of industries in most countries 
had wage increases within 20 per cent of the going average. Thus, for example, 
if the annual average rate of increase of earnings over a three year period was, 
say 5 per cent, most individual industries could be expected to register rates of 

increase within the range 4 per cent to 6 per cent. 

In a special study of earnings and employment changes in selected 2-digit 
industries which was made for Denmark, Sweden, the United States and the 
United Kingdom, the industries which experienced above-average (or below- 
average) earnings increases were the same in the great majority of cases. The 
evidence is summarised in Table 5 which should be interpreted with some 
caution because of differences in the national industrial classifications used. 
The most striking feature of the Table is that in all four countries the textile, 
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Table 5. CHANGES IN EARNINGS AND EMPLOYMENT 
IN SELECTED BRANCHES IN RELATION TO THE AVERAGE 1 CHANGE 

FOR INDUSTRY AS A WHOLE: 

FOUR COUNTRIES OVER VARIOUS PERIODS IN THE 1950s 



EARNINGS RISE — ABOVE AVERAGE 
EMPLOYMENT RISE — BELOW AVERAGE RISE 
OR A FALL 


EARNINGS RISE— ABOVE AVERAGE 
EMPLOYMENT RISE— ABOVE AVERAGE 


Beverages (Denmark) 

Beverages and tobacco (Sweden) 
Tobacco manufactures (USA) 

Wood (Sweden) including furniture 
Chemicals and allied products (USA) 
Quarrying and allied (Sweden) 
Products of petroleum and coal (USA) 
Ordnance and accessories (USA) 
Primary metal industries (USA) 

Metal manufacture (UK) 

Machinery except electrical (USA) 
Transportation equipment (USA) 


Food processing (Sweden) 

Food (Denmark) 

Food and kindred products (USA) 

Food, drink and tobacco (UK) 

Paper and allied products (USA) 

Paper and printing (UK) 

Rubber products (USA) 

Building (Denmark) 

Chemicals and allied (UK) 

Chemicals (Denmark) 

Stone, clay and glass products (USA) 
Electrical machinery (USA) 

Fabricated metal products except ordnance 
Machinery and transportation equipment 
(USA) 

Vehicles (UK) 

Instruments and related products (USA) 




on average: 

Engineering, shipbuilding and electrical 
goods (UK) 




EARNINGS RISE — BELOW AVERAGE 
EMPLOYMENT CHANGE — BELOW AVERAGE 
RISE OR A FALL 


EARNINGS RISE — BELOW AVERAGE 
EMPLOYMENT RISE— ABOVE AVERAGE 


Tobacco (Denmark) 

Textiles (Denmark) 

Textile mill products (USA) 

Textiles (UK) 

Textiles, leather, clothing and footwear 
(Sweden) 

Clothing and footwear (Denmark) 
Clothing (UK) 

Manufactures of wood and cork (UK) 
Leather, leather goods and fur (UK) 
Leather and leatherware (Denmark) 
Treatment of non-metalliferous mining 
products (UK) 

Metal goods, n.e.s. (UK) 

Clothing (Sweden) 


Apparel and other finished textile products 
(USA) 

Wood and furniture (Denmark) 

Lumber and wood products except furniture 
(USA) 

Furniture and fixtures (USA) 

Pulp and paper (Sweden) 

Printing and allied (Sweden) 

Leather and leather products (USA) 
Chemicals (Sweden) 

Stone, clay and glass (Denmark) 

Metal and engineering (Sweden) 

Iron and metal (Denmark) 

Precision instruments, jewellery, etc. (UK) 
Other manufacturing industries (UK) 



1. Unweighted average for Denmark. 



clothing, and shoe and leather industries fall in the bottom left hand square, 
and the food processing and paper and printing industries in the top right hand 
square. (The only exceptions are the clothing and shoe and leather industries 
in the United States and the pulp and paper industry in Sweden, which all fall 
in the bottom right hand square). The available evidence suggests that the 
experience of these industries has been similar in many other Member countries. 
On the other hand, the stone, clay and glass industry (“ treatment of non- 
metalliferous mining products ” in the United Kingdom) falls in a different 
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iduare for each of the four countries. The iron and steel and metatasms 
industries also show rather varying experience. In put tins is (due to the fact 
that because of their size, the changes in earnings and employment in these 
industries generally fall rather near the average for industry as a whole. 

While Table 5 shows some significant inter-industry differences in employ- 
ment experience, consideration of the relationship between earnings and 
employment changes is postponed to Chapter VI. The main point to be made 
at Present is that while the amount of wage differentiation is small when 
exoressed at annual rates, it can nevertheless become quite substantial when 
cumulated over a period of time: the relative position of an industry which 
consistently gets an annual wage increase say half of one percentage point 
below the average will have deteriorated seriously at the end of seven or ten 
vea r r And in general, one of the most pervasive influences has been the 
relative decline of the textile, leather and clothing industries . When they 
are excluded from the analysis, average earnings over the remainder of the 
manufacturing sector not only rose more quickly, but displayed less varia 1 1 y. 
For example!* X these industries are excluded a. 3 -digit leve .n .he Un^ed 
States the average annual increase in earnings rises from 3.9 to 4.2 per cent, 
wh‘l?the standard deviation of the individual increases about the average nse 
falls from 0 9 to 0.7 per cent. At the other end of the earnings scale, the oil 
and chemical industries have consistently registered above average rates of 
earnings advance in the majority of the countries studied. 



OCCUPATIONAL WAGE STRUCTURES 

For the period studied, much less information was available ^out <>mu- 
pational earnings than is the case for industrial earnings, . . 

recently been important and welcome improvements in th'sfie d^he inadequa y 
r»f the statistics has hampered rational discussion of the subject. 

* available usually relates to basic rates for more 

or less well defined specific occupations rather than earnings. Th ese figures 
rarelv reoresent the level of earnings in a given occupation adequately , and 
P tte extenUhat wa^drift compensates for the failure of basic rates to move 
P ine with earnings they may also be poor indicators of the movement of 
Lariingrover Inevitable, therefore, the picture of the development of 
th occupation structure is a rather impressionistic one. Broadly speaking, 
there has-been a quite considerable narrowing of occupational wage structures 
over the first half of this century, but countries’ experiences have varied since 
the immediate post-war years. In some, the narrowing has continued, in 
others, the process appears to have stopped or even been reversed. 



„ong-term Trends 

Available data on the long-term movements of occupational wage diffe- 
entials^elate mainly "to the United States, Canada, the United Kingdom and 



2. P„ e SlL“diffSS arise from the effect of piece-work arrangements and in 

T^^Kre^'rm^ay o^kmiwhlg wheth^tl^occupmionar rat^reminwl for study are 

kev •• raUM^for jobs'into which hiring actually takes place, or merely satellite rates. In the 
a«2 & are far less likely adequately to represent eanungs movements. 
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Table 6. LONG TERM OCCUPATIONAL D * FF ERENT\ALS ^ ^ _ 
IN THE UNITED STATES, CANADA, UNITED KINGDOM AND FRANCE, 
RATIOS OF SKILLED TO LESS-SKILLED RATES 





USA 


CANADA 


UK 


FRANCE 




a) 


b) 


c) 


d) 


e) 


f) 


g) 


h) 


1900 










150 




145 




1907 


184 


205 






154 


171* 


133“ 




1912-14 


198 








150* 


119“ 




1920-22 


169 


175* 


229* 


165* 


127 


133 


108 1 * 


144 


1928-30 


178 


180* 


235* 


171* 


134 


140 


103 


1938-40 


170 


165* 






130 


132 


107 


138 


1945-47 


148 


155 


20V 


126 7 


125 


119 


117 


143 


1951-53 


137 


137* 


203 


120 


116 


116 


128** 


145 


1959-61 


127 




161 


134 


113 






153 14 



13. 

14. 



1951-52. 

1960-61. 



Ratio of Building Trades Journeymen’s to Labourer’s Union Hourly Rates. 

Ratio of skilled workers to common labourer's rate (manufacture). 

Ratio of Bricklayer’s and Mason’s to labourer’s rate (building, Toronto). p . A m 

Ratio of Machinist Maintenance to labourer’s rate (Time workers in Motor vehicles Parts and Acces 

Ontario). . _ .... . 

Ratio of Craftsmen’s to labourer s rate (Building). 

Ratio of Fitter’s to labourer’s rate (Engineering). 

Ratio of Mason’s to Navvy’s rate (Paris region). . . . . 

Ratio of Fitter’s to labourer’s rate (Time workers in metal industries, Pans region). 

1918-19 5. 1923-29. 1914. 

1930-32. 6. 1930-33. JO. J906. 

1937-40. 7. 1947. jL J01J. 

NoTE 952 Although these scries refer \o apparently homogeneous occupations, there is no doubt that their 

job Q f Labour, Bureau of Labour, Statistics; H. Ober (" Occupational Wage 

Differentials 1907-1947 ” Monthly Labour Review , August 1948); P. Kanninen (“Occupational Wage Relation- 
ships in Manufacturing 1952-53,’’ Monthly Labour Review , November 195 U w Q ^w:.| an «q*v 

Canada : H. D. Woods and S. Ostry, Labour Policy and Labour Economics in Canada, MacMillan, 1963. 

" Wage rates, salaries and hours of labour, ” (Department of Labour). iincirllleH Workers 1880- 

UK: Knowles and Robertson, M Differences between the Wages of Skilled and UnskiUed Workers ia»o 

1950,” ( Bulletin of the Oxford University Institute of Statistics , April 1951) ; Ministry of Labour Gazette. 

* ' — .... . « *— n. . 1 1 .. ' UaH.iial <la Ct ntlClimiM 



a) 

b) 

c) 

d) 
sories, 

e) 

f) 
s) 
h) 
1 . 
2 . 
3 



France : Annuaire Statistique de la France, Bulletin Mensuel de Statistique. 



France. Selected figures for these countries are presented in Table 6. In 
general, they display a marked narrowing of the occupational wage differentials 
studied by comparison with the position at the beginning of the century*. 
In 1907, skilled rates in the United States were nearly double those of unskilled 
workers 2 . By 1947, they were only about 50 per cent higher, a narrowing of 
spread which was experienced in all regions of the country, though in some 
more than others. This appears to have continued throughout the whole post- 
war period. The decline has not been steady. The periods of greatest decline 
were from 1907 to 1919, and from 1940 to 1947; there was some widening of 
the structure in 1931-34. Additional data on wage rates in the building trade 
also exhibit a long-run decline in skill differentials from an index of 184 in 
1907 to 143 in 1947. For the other countries studied, the data indicate similar 



1. Some of the long-term tendency to contraction of the inter-industry wage structure 
may be attributed to this narrowing of the wage gap between higher and lower paid occupations. 
At the same time, the constancy of inter-industrial earnings rankings to which we nave 
already drawn attention can be regarded as consistent with persistent inter-industnal ditter- 

CnCe 2 °f anne *holds that 1907 was a year of peak extension of the differential structure, 

and presents data showing that the ratio of skilled to common labour wages averaged 160 
to 175 per cent between 1865 and 1890. (R. Ozanne, “ A Century of Occupational Diffe- 
rentials in Manufacturing” Review of Economics and Statistics, August, 1962). 
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long-term trends, although the greatest contraction of the French structure 
was registered in the 1930s, and differentials appear to have been re-opening 
since — and during — the 1939-45 war. 

Most studies draw conclusions about the long term movements of occupa- 
tional rates by examining figures for a small sample of occupations, which may 
or may not be representative. Only one study has been found in which a wide 
range of occupations is analysed. It refers to the United States, and confirms 
the findings for that country of other studies based on less extensive material. 
Thus, analysing earnings in a sample of 141 occupations in 17 industries 
between 1903 and 1956, Keat 1 finds that the coefficient of inter-occupation 
variation of earnings fell from .50 to .33 with little change in rankings. 

In the same study, salaries in selected academic occupations are compared 
with average earnings in manufacturing, with the following results: 



Ratio to Average Earnings in Manufacturing of Salaries of : 





1904 


1953 




1904 


1953 


Professors 


361 


173 


High School Principals 1 


641 


226 


Assistant Professors 


235 


114 


Teachers 1 


288 


136 


Instructors 


144 


91 


Elementary School Teachers 1 . 


158 


119 



I. In cities over 500,000. 



These figures are indicative of the contraction and even reversal of differentials 
(a) as between blue collar and academic workers, (b) within academic profes- 
sions. 

Post-war Trends 

It is less easy to see whether occupational differentials have continued to 
contract in recent years. For the United States, study of occupational wage 
rate statistics suggests that skilled workers there have continued to lose ground, 
but at a slower rate (Table 7); there is also a good deal of evidence that increased 
attention has been paid to the problem of skill differentials in collective bargain- 
ing negotiations 2 . As between wages and salaries, there was a slightly more 
rapid increase in wages between 1948 and 1961 (see Table 4, sections (a) 
and (6)). During this period, production worker employment declined while 
salaried employment increased by well over one half. On the other hand, 
this narrowing of the relevant occupational differential was concentrated in the 
earlier period 1948-53, during which span there was no contraction of produc- 
tion worker employment. In a Department of Commerce sample of 21 manu- 
facturing industries, there were 16 in which wages rose more rapidly than 
salaries in 1948-53, 10 in 1953-60. 

In Europe, the rather scattered material available indicates a universal 
narrowing of occupational differentials during the 1940s and up to the early 
1950s. For example, in a study made by the ILO in 1955, it was found that 
in 15 countries, earnings of unskilled labourers had risen more rapidly than 
those of skilled workers between 1938 and 1954 in 40 out of 54 cases studied, 



1. P. G. Keat, op. cit. 

2. See for example the tables on “ Number of Collective Bargains Maintaining or 
Widening Differentials ” in Current Wage Developments, (BLS). 
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